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THE WHITE HOUSE

WASHINGTON

The attached is forwarded to you
for your information.

Stu Eizenstat
Hamilton Jordan
Frank Moore
Jody Powell
Jack Watson
Jim Fallows
Jim Schlesinger

Re: Jim Schlesinger's Energy
Legislation
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I am forwarding for your review Jim's outline of
legislation to,create a Department of Energy, stu's
comments, and in case you feel the need to review it, a
copy of the draft bill.

I have communicated with Jim directly concerning
the desirability of calling ,key Governors today and
tomorrow so that we can say there was some "consultation"
prior to the Governors' all coming in here on Monday.

Electrostatic CopyMade
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THE WHITE HOUSE

WASHINGTON

The attached is forwarded to
you for your information.

Re: Sam Nunn and John Danforth
support on reorgaization.



o .S. "COntribution to UNTrust Fund for lebanon - =-
we are prepared to makea $3 million contribution to

the Secretary General's Trust Fund for lebanon to pro-
vide funds for the rehabilitation am. reequipping of
Lebanon's health delivery systen. The grant will bring.
our total contributions to the UNTrust Fund for
Lebanonto $4 million, and is part of our recently-
announced $50 million package for Lebanese relief.
Your Talking Point

-- I amhappy to tell you that the U.S. is prepared
to makean additional grant of $3 million to the UN
Trust Fund for Lebanonto provide funds for the re-
habilitation of Lebanon's health delivery system.
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Attached is a copy of the cost control
memorandum which you indicated you had
not yet seen. Our files indicate that
the original of this was sent to you
on February 11.
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THE WHITE HOUSE

WASHINGTON

The attached was returned in
the President's outbox. It is
forwarded to you for appropriate
handling.

Re: Hospital Cost Containment
Program.



THE PRESIDENT HAS SEEN.
THE WHITE HOUSE

Hospital Cost Containment
Program

HEW Secretary Califano has endorsed and further developed
the program to control health inflation that was contained
in the draft legislative package I submitted to you on
January 3. My staff and I have closely examined the HEW
proposal, and although we are not wedded to each detail,
we are in full agreement with this program. It is now
included in the budget submission being transmitted to
you by OMB Director Lance.

The program would limit overall cost increases in our
hospitals, where 40% of all health spending occurs.
Hospital inflation is now 15% per year. The program
would limit the national growth of hospital expenditures
per patient to approximately 10% per year. Federal
Medicare and Medicaid savings would be $793 million in
FY 1978, total savings to the economy would be $1.65
billion, and state and local Medicaid savings would be
$115 million. A more detailed description of the program,
prepared by HEW, is attached as Tab A. A copy of this
description is being circulated to the Economic Policy
Group for their comments.

This is an interim approach, designed to operate for
18-24 months, to be introduced and passed as a complement
to the permanent Talmadge system for prospective reim-
bursement of hospitals. The sophisticated Talmadge
system would take over on a phased-in basis as adminis-
trative capability permits.

My staff is working with Senator Talmadge's Finance
Committee staff on his legislation establihsing the
permanent system. Further, the Senator's staff reports
that he is willing to support the interim cost contain-
ment program. In fact, staff indicates he is prepared
to make it part of his bill, if you request that he do so.



If you agree that we should continue to pursue this
approach, the need for your involvement is now great.
The publication of our proposed bUdget on February 22
will make necessary an explanation of how we antici-
pate accomplishing the Medicare/Medicaid reductions
it contains.

The first priority is to consult in advance with the
health leaders on the Hill. My staff has talked with
the major Hill staff members and believe that this pro-
gram will be supported. Tab B contains the names of
the eight senators and Congressmen whom you might call
early next week, and suggested approaches you might take
in those conversations.

The remaining interested parties--Iabor, business, health
insurers, and health providers--will be contacted by
Secretary Califano and me. The reaction to this pro-
posal will probably be as follows:

1. Labor. The unions will be generally supportive.
They are concerned about rising health costs, they
recognize that National Health Insurance depends on cost
containment, and they support the expenditure limit
approach in the Kennedy-Corman Bill which--like the
proposed program--does not involve wage and price con-
trols. Those unions with hospital employee members may
have difficulties with the program. We will attempt to
address this problem by explicitly incorporating into
the exceptions criteria a consideration for low-wage
hospitals.

2. Business. Although as a general principal the business
community is opposed to federal intervention, it is
increasingly concerned about health care costs and becoming
aware that the health industry departs from traditional
market models. If handled gingerly, the business commu-
nity could be persuaded not to vehemently oppose the pro-
posed program. The automakers have been the most visible
in discussions of health costs, and may even be supportive.

3. Insurance Industry. The health insurance industry is
also deeply concerned about health care costs. Some Blue
Cross chapters are on the verge of bankruptcy. In addition,
sophisticated industry leaders recognize that if inflation
continues unchecked, the public and Congress may accept
the argument that only total federal financing can control
health costs. We should make the insurance industry aware that



this program represents its opportunity to demonstrate
that it can work effectively with hospitals to control
costs and that it deserves a major role under national
health insurance. It should also be made aware that
the most widely mentioned alternative to the system-
wide limitations proposed here is a limitation on
Medicare/Medicaid expenditures alone. The industry
strongly opposes this alternative because it would
force hospitals to shift their rising costs to private
payors.

4. Health Providers. Hospitals will complain strongly
against the program, although many recognize that such
a system is necessary to enable them to resist physician
demands for more expensive equipment and so forth. The
AMA will be strongly opposed.

You may wish to have me send, over your signature, a
series of telegrams to selected leaders of the above
communities, urging their support and recommending con-
sultation with Secretary Califano and myself.

This proposal is not a system of wage and price controls,
but an effort to limit the overall growth of hospital
expenditures. Experience indicates that without govern-
ment intervention, health inflation will continue
unchecked.

I believe that this program has good prospects for
adoption, and that a strong cost containment effort is
crucial to the success of any national health insurance
proposal.



HOSPITAL COST CONTAINMENT SYSTEM:
HEW PROPOSAL

Summary of the Proposal
The President would initiate an effort to develop a permanent hospital
cost containment system to cover all payors-Medicare, Medicaid, Blue
Cross, commercial insurance and self-pay. The Secretary would appoint
a national advisory committee of broad representation to advise
on all aspects of the system and help determine future trends in
spending for hospital care. The program would be directed by the
Secretary of HEW and would begin with a directive from the Congress
to establish limits on annual rates of increase in hospital reimbursement
from all payors, beginning in FY 1978, after consultation with the
health industry and the public. The program itself would be administered
in large part by the hospitals and private third party payors who would
be responsible for working with the Federal and State goverTh~ents
to achieve needed efficiencies and economics in health care.
Recognizing that a simple ceiling on increases in hospital
reimbursement can be inappropriate for changing conditions over a long
period of time, the Secretary would be authorized to work in consultation
with the Congress to evolve a more permanent cost containment program,
the form and stringency of which would be subject to negotiation
with the health industry and advice of the national committee. This
plan would then remain in effect until absorbed by reimbursement
provisions of a comprehensive national health insurance plan. The
Secretary would also be directed to develop criteria to waive Federal
cost containment requirements in those states that have acceptable
hospital rate review programs.



Ke~ Features of the SystB~
- Appointment of a national level advisory committee composed of

individuals representing consumers, insurers, physicians, nurses,
hospitals, labor, business and government. Specific responsibilities
of the committee would include advising the Secretary of HhlN on:

1. Criteria for granting waivers from Federal cost contain-
ment programs, both short term and long term, for those
States with acceptable hospital rate review program, and
how the Department could further assist states in developing
that capability.

2. The potential effects of alternative levels and types of
hospital cost containment, beginning in FY 1978.

3. Any proposed hospital cost containment regulations or policies
prior to their publication for public comment.

- Congress would direct the Secretary of HEW to establish prospective
limits on increases in hospital reDmbursement for all payors for
beginning in FY 1978 after consultation with the health industry
and the public. Provision would also be made in the legislation
for adding necessary staff.

Tentative Timetable - Assumes passage in May, 1977 and first
reimbursement lLmits effective on October 1, 1977:
1. Secretary solicits opinions through a notice of intent

pUblished Umffiediatelyupon passage of legislation.

3. Secretary consults with advisory committee representa-
tives of major national organizations (by July 15).

4. Secretary holds public hearings in each of the HEW
regional office cities (by August 15).

5. Secretary establishes tentative lLmits and publishes
notice of proposed rule making for 30 days of public
comment (by August 22).

6. Secretary consults with national advisory committee and
representatives of major national organizations and makes
any necessary changes in limits, which are pUblished in
final form effective October 1 •.



Preliminary Recommendations for FY 1978
1. Under the Federal System, a limit of approximately 9% on

increases in reimbursement for operating costs per
admission for each hospital, with exceptions totaling
about 1% of exoenditures to handle unusual financial
hardships and the added cost of approved new capital
and services.

2. Waiver for States with acceptable hospital rate review
programs.

3. Separate controls on hospital outpatient departments, to
encourage alternatives to inpatient care.

4. Federal programs would encourage additional cost con-
tainment activities such as second opinion before surgery,
pre-admission review for non-emergency hospital care, etc.

5. Monitoring for compliance by Federal government, primarily
using data already reported by hospitals for other
programs, such as Medicare and Medicaid. Hospitals found
in violation of reimbursement ceilings in any year could
"repay" excesses by reducing charge or reimbursement
increases in future years. Civil and criminal penalties
would be included to combat fraud and abuse.

Program Justification
There is an urgent need to set a course of actions designed to contain the
continued rapid and disturbing rise in the cost of health care, particularly
the cost of hospital care. These costs continue to increase much more
rapidly than the overall cost of living, and abatement is not likely unless
strong action is taken. The Department therefore proposes a multi-stage plan
to contain the increase in hospital costs, all based on a strong Presidential
initiative.
Over 90 percent of all expenditures for hospital services are now paid for
by some third party. More than 50 percent of hospital spending is
reimbursed based on costs incurred by the hospital in providing services
(cost-reimbursement), with another 40 percent paid by insurance companies
based on the charges billed by the hospital. Medicare and Medicaid as well
as most Blue Cross plans use the cost-reimbursement system. Cost-reimburse-
ment was originally considered the best cost control device for public



programs--hospitals would not lose money, nor would they make profits.
However, it is now generally recognized that open-ended cost-reimbursement
has not encouraged sufficient restraint in spending by health care pro-
viders. In effect, the higher the hospital's cost, the higher its
reimbursement.
Since the introduction of Medicare and l1edicaid, the average cost of a day
,in the hospital has tripled from $44 per day in 1965 to $154 per day in
1976 compared to only a 70 percent increase in the overall cost of living.
During this past year alone, while the overall CPI rose 7 percent, the cost
of a stay in the hospital rose almost 15 percent, and the rate of increase
is expected to be almost as high in the next few years. These increases
alone have added about $2 billion to the budget of public financing pro-
grams in FY 1976 and are expected to add an additional $2.5 billion in
FY 1977. Previous attempts to control the costs of just public programs
have been fragmentary, small scale, generally arbitrary and have had little
net effect on either program or total hospital costs. Most of the depart-
ment's current efforts are either limited in scope, just starting or
experimental in nature. Therefore, postponing development of a comprehensive
hospital cost containment system would merely perpetuate the current cost
escalation and reduce the likelihood that the nation could afford national
health insurance.

Expected increase in wages in the general economy 8.1%
Expected increases in price (total Cpr) 5.5%
Weights: payroll = 55%

non-payroll = 45%
Calculation: 7.0% due to increases in wages and prices

(8.1% X .55 + 5.5% X .45 = 6.9%)
2.0 for added intensity
9.0 total basic allowance for each hospital

1. Revenues to cover added depreciation due to increases
in services or facilities where they could not be
financed out of the revenues generated by the added
patients (pool of $100 million under Medicare and Medicaid
to be dispensed by the States on an individual case basis); and



2. Exceptions for unusual financial hardships caus~ng a
negative cash flow or unusually large wage settlements
required by equity considerations, e.g. effect of
minimum wage laws (estimated to be approximately $50 million
under Mooicare and Medicaid).

Basis for Long Term Estimate of Savinqs
The hospital expenditure projections above were based on the FY 1976
estimate of hospital spending by the Office of Research and Statistics
of SSA. They were inflated by the annual growth rates estimated by the
SSA Actuary. The rates of growth were then reduced for inpat~ent
services in short term general hospitals to take into account a 9 percent
limit on increases in reimbursement per admission, plus exceptions and
adjustments. No savings were estimated for long term, psychiatric or
tubeculosis hospitals. Finally, the savings were apportioned to each
payor based on its percentage of hospital expenditures in FY 1976.

SUEPorting Arguments
1. Medical Costs Are Out of Control

- Hospital spending rose over $7 billion in t~ 1976.
- Cost per hospital stay rose almost 15% in FY 1976.

Medicare and Medicaid spent $14.5 billion for hospital care in
FY 1976, and expect to spend almost $18 billion in FY 1977.

- Half the increase is due to inflation, while the other half is
is accounted for by additional use of inputs.

- Unless something is done to contain the increase, total hospital
spending will be almost $75 billion during FY 1978, wib~ the
Federal Government spending about $30 billion.

- If inflation is allowed to continue at current rates, spending
under national health insurance could double in five years.

- The HEW proposal would provide substantial fiscal relief to
States and localities. Savings could be in excess of $400 million
in FY 1978, growing to $1.8 billion by 1981.

- The short-run limits on reimbursement increases are not considered
by anyone to be the panacea making national health insurance finan-
cially feasible. They are a necessary first step in an evolution-
ary process to build in long-run cost and quality controls as pro-
mised by the President during the campaign.

- The HEW proposal commits the administration to prospective reimburse-
ment, not permanent controls based on any specific short-run approach.
This is completely consistent with a major compaign praulse.

- The HEW proposal would encourage the evolution of strong positive
relationships between the Federal government and States, and would
not lock the Federal government into any particular arrangement
that would not be consistent with the administrative structure of
national health insurance.



3. Effects of Cost Containment Efforts Lbnited to Medicare and Medicaid
Alone.

- Freezes in the principles of the 1977 and 1978 Ford budgets.
- At best, it would achieve short-run budget control, with no

real cost containment potential. It would not curb total
hospital costs, and hence national health insurance would
become extremely expensive in furture years.

- Would have a whipsawing effect of shifting costs to private
insurance, adding to the burden now faced by the average
American worker.

- Would eventually result in a fraud and abuse problem similar
to that now faced by Medicaid.

Within five years a Medicare hospital day might be reim-
bursed at $236, while a private sector day might cost
283. .
The likelihood of a further 20% difference in payment
might result in hospitals rethinking long-standing
commitments to Medicare patients.

-- Two class medicine could become a reality for Medicare.
-- Might discourage hospitals from admitting elderly patients,

and bring back "ward medicine".
- The cost differentials between public and private patients will

eventually catch up with us--leading to pressure for distuptive
termination of controls.

- Controls on Medicare alone would be politically unacceptable--to
aged groups, labor, and the private insurance industry.

- The HEW approach, by relying on existing third party mechanisms
would have minbnal additional administrative cost.

- The HEW proposal would require no more than about 100 new staff
once fully implemented.

- A program limited to Medicare and Medicaid would not be much less
costly to administer.

- The State waiver provisions would encourage continued investment
by States in prospective reUmbursement systems consistent with
long-term Federal policy objectives.

- A strong involvement of the President in jawboning could have
significant positive effects in encouraging greater efforts by
the Governors and State and local agencies to solve cost problems
themselves.

- No large-scale private sector efforts have been undertaken yet.
- Anecdotal evidence on private sector efforts to date show that

these efforts are necessary but not sufficient. They are frag-
mented, and clearly do not have adequate influence in most
communities.

- Most communities are now looking to the public sector, especially
the Federal government, for leadership.

- Not supporting such activities by a comprehensive Federal cost
containment system would severely undermine the potential benefits
of State and private sector efforts.



SUGGESTED REMARKS TO CONGRESSIONAL
HEALTH LEADERS

Senator Herman Talmadge - Chairman, Health Subcommittee,
Senate Finance Committee

I would like to propose a short-term program which places
a limit on the expenditures per patient each hospital can
make. This program will reduce hospital inflation from
15% to about 10%. It is meant to complement your efforts
to establish a permanent prospective reimbursement and
cost control system. I hope it can be a part of your
prospective reimbursement bill, which I support fully,
and which our staffs have been working together on. My
staff and yours will continue to work together.

- Chairman, Health Subcommittee,
Senate Labor & Public Welfare
Committee

- Chairman, House Ways & Means
Committee

- Speaker of the House
- Majority Leader of the Senate

Congressman Tip O'Neill
Senator Robert Byrd

I would like to propose a short-term program which places
a limit on the expenditures per patient each hospital can
make. This program will reduce hospital inflation from
15% to about 10%. I believe that this interim inflation
control program, which will later be replaced by a perma-
nent prospective reimbursement system, is the essential
first step toward national health insurance. I look
forward to your support. My staff is ready to brief
you and work with you.

Congressman Dan Rostenkowski - Chairman, Health Subcommittee,
House Ways & Means Committee

Congressman Paul Rogers - Chairman, Health Subcommittee,
House Interstate and Foreign
Commerce Committee

Senator Russell Long - Chairman, Senate Finance
Committee

I would like to propose a short-term program which places
a limit on the expenditures per patient each hospital can
make. This program will reduce hospital inflation from



15% to about 10%. I believe that this interim inflation
control program, which will later be replaced by a perma-
nent prospective reimbursement system, is essential to
control our rising health costs and to make possible
important reforms in our health programs. I look forward
to your support. My staff is ready to brief you and to
work with you.
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XHE -PRESIDENT HAS SEEN.
THE WHITE HOUSE

"I
/

I would like to reverse the format for entertainment
for your working dinner with Prime Minister Fukuda.

Following a long working session with Isaac Stern
on Saturday, I learned of the Prime Minister's great love for
chamber music. I am suggesting a concert with the Cleveland
Quartet, including flutist Paula Robison. Because the dinner
is a working dinner, I am suggesting that guests arrive and go
to the East Room with a glass of wine to hear the concert be-
fore dinner. Following the thirty-minute concert, all guests
would proceed to the State Dining Room for dinner.

I am meeting with Tim Kraft and Tim Smith today and
will give them this memorandum.

Electrostatic Copy Made
for Preservation Purposes



THE WHITE HOUSE

WASHINGTON

The attached was returned in
the President's outbox. It is
forwarded to you for appropriate
handling.

Rick Hutcheson

cc: Tim Kraft
Tim Smith

Re: Working Dinner for Prime
Minister of Japan



THE WHITE HOUSE

WASHINGTON

The attached is forwarded to you
for your information.

Inouye call re approval of
Stan Turner



THE PRESIDENT
2:45 p.m.
FRANK MOORE ./~

Danny Inouye called to say that Stan Turner was approved "0
unanimously just a few minutes ago. You might write Danny -'
a note to thank him.
I can also report to you that three members of the
Appropriations Committee and five members of the Armed
Services Committee are presently receiving classified but
not covert information. .
The Intelligence Committee will be greatly reduced because C
of retirements. Members who retire in '78, '80, and
'82 will just not be replaced. This will greatly reduce
the number of people with access to CIA information.
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THE PRESIDENT

FRANK MOORE ~~

Sam Nunn and John Danforth saved our cookies today in
the Senate Government Operations Committee on reorganization
by beating back attempts to limit the number of years, the
number of plans and subject matter that could be submitted
on reorganization.

You should thank Sam for this prior to your Warnke discussion
this evening.



THE WHITE HOUSE

WASHINGTON

zbigniew Brzezinksi
Hugh Carter

The attached is forwarded to you
for your information.

Re: Arrival Ceremony for U.N.
Sec. General Kurt Waldheim.
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MEMORANDUM FOR THE PRESIDENT

FROM. HUGH CARTER, JR~

SUBJECT: Arrival Ceremony for U.N. Secretary General
Kurt Waldheim

I am making final preparations for the facilities and
ceremony to be provided to the U.N. Secretary General
when he visits the White House on Friday of this week.
Based on the State Department recommendations and
Dr. Brzezinski's concurrence, I am providing a military
aircraft to bring him from New York to Andrews Air Force
Base, and an automobile from Andrews to the White House.
Also, the automobile and aircraft will be provided for
his return trip.

In addition, the State Department is making arrangements
to provide the Blair House for his use, and Dr. Brzezinski
concurs with this.

There will be brief remarks with press coverage by you and
the Secretary General upon his arrival at the South
Diplomatic entrance. The State Department recommends
that for this arrival, there be a military honor cordon
lining the driveway, and a red carpet at the Diplomatic
Room entrance. These are the same honors which have been
accorded ambassadors who corne to the White House to
present credentials.

Should you want to further upgrade the arrival ceremony,
a military band or the military Fife and Drum Corps could
be provided.

Approve Fife & Drum Corps

Disapprove both band and Fife & Drum corps~

Electrostatic Copy Made
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THE WHITE HOUSE

WASHINGTON

The attached wa s returned in
the President's outbox. It is
forwarded to you for your
information.
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Attached is memorandum on sunset legislation
for your information.

Hearings on Sunset
Legislation
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THE SECRETARY OF TREASURY
THE SECRETARY OF DEFENSE
THE SECRETARY OF LABOR
THE SECRETARY OF HEALTH, EDUCATION

AND WELFARE
DIRECTOR
OFFICE OF MANAGEMENT AND BUDGET

FROM: STU EIZENSTAT S'1v~
SUBJECT: Hearings on Sunset Legislation

I have held several discussions and meetings with the
staff of Senator Muskie's Subcommittee on Intergovern-
mental Relations on the sunset legislation, under
which major pieces of legislation would expire unless
reauthorized at least once every five years. In many
ways this is the legislative counterpart to zero-based
budgeting in the Executive Branch.

Senator Muskie's staff informed me that they would like
to call each of you for hearings on March 22 and
March 23. They indicated that:

1. Director Lance would be called to give the
Administration's general position on sunset legislation.

2. Secretary Blumenthal will be asked to give
his views on the application of sunset legislation to
tax legislation.

3. Secretary Califano would be asked to testify
about the application of sunset legislation to social
programs.

4. Secretary Marshall will be asked to testify
to the application of this legislation to worker rights.



5. Secretary Brown will be asked to testify to
the application of such legsilation to defense programs.

During the campaign the President, in general terms,
endorsed the concept of sunset legislation, but left
open the issue of the details of the legislation he
might support.

We have been working for some time on this concept,
and will work closely with OMB to attempt to give you
an overview of this legislation.

I enclose a copy of the bill which Senator Muskie has
introduced which has,as you can see, wide bipartisan
support across ideological lines.

cc: Harrison Wellford
Frank Moore
Jack Watson
Si Lazarus



THE PRESIDENT c-A-
Stu Eizenstat ~.
Kathy Fletcher

1) The project will be a small shallow lake
funded from HUD block grant funds. It has not
yet begun.

2) The' project is a rather minor issue which
does not fall within the scope of our current review
of water projects.

3) EPA opposes the project and state that
euthrophication is certain. (This is a process by
which a lake clogs up with algae and plants, loses
it oxygen and "dies".)

4) Opponents of the project favor retaining the
swamp in its natural state, and argue that the money
could better be spent on other recreation opportunities.

5) Proponents argue that the flat-water
recreation is needed and that the lake will be an
economic stimulus.

I recommend that you not get involved in this project.
EPA on its own might pursue its objections to the
project.

The fact sheet
request by the

attached hereto was prepared at our ·l
Council on Environmental Quality. - fIr ·

~, CJr 11l1~
~~i!~ d
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THE WHITE HOUSE

WASHINGTON

The attached was returned in
the President's outbox. It is
forwarded to you for appropriate
handling.



Environmental Issues for Lake Alma
City of Alma, Georgia

The City of Alma has proposed to create a shallow 1,400 acre
lake in the flood plain of Hurricane Creek for recreation
and economic stimulus. The Creek and its surrounding flood
plain are presently in their natural state, and are used as
a swamp park by local citizens.

Alma has a $1 million community development block grant from
HUD. Previous Model Cities activities in Alma entitle it to
a much larger grant than HUD's statutory formula would
normally allow for such a small town.

Responsibility for compliance with the National Environmental
Policy Act was delegated to mayors in the block grant program
of the Housing and Community Development Act of 1974 because
the Act gives all decision-making authority, including
project selection, to the mayors.

The City of Alma has completed its environmental impact
statement for the proposed lake. The Council on Environ-
mental Quality believes that the impact statement itself is
of reasonable quality, but Alma has received hundreds of
letters from local citizens who oppose the project.

Proponents of Lake Alma argue that it is an essential link
to the economic development of the county and southeast
Georgia. They believe that there is a demand for the recrea-
tion opportunities offered by a large public lake.

Opponents argue that, despite the worthwhile goal of economic
development, there is no demand for lake recreation and that
block grant funds can be better used to meet other development
needs. They also argue that maintenance of the lake would
become a drain on local property tax revenues because it
would not be self-supporting. They allege that other similar
lakes in the area are not breaking even. Opponents favor
the existing or an improved swamp park.

EPA strongly opposes Lake Alma, and states that eutrophi-
cation is certain. Its critical comments on the final
impact statement are expected in early March. state and
regional agencies have mixed reactions because of some
political support at regional and state levels.

CEQ has not commented on Lake Alma. It has, however advised
Alma officials to pay close attention to EPA's comme~ts on
the draft and final environmental impact statements.
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WASHINGTON
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Frlil~T F!:OERAL PLAZA

BRU)ol~WrCK. GEORcrA 31320

February 18, 1977

Honorable Jimmy Carter-Dasher
President of the United States of America
The White House
1600 Pennsylvania Avenue
Washington, D. C. 20013 __
Dear Mr. Presiden-t:

Sincerely,'-
~' ---

Jimmy Bishop ~
;

I
·"t. ,

......
c· .:.0'::'



FrJol~T FI:OlUtAl. PLAZA

BRU:"'SWfCK, GEORCIA 313:10

February 18, 1977

Honorable Jimmy Carter-Dasher
President of the United States of America
The l'1hite House
1600 Pennsylvania Avenue
Washington, D. C. 20013
Dear Mr. President:

If something relating to the Lake Alma
project comes to you from the Council On
Environmental Quality, Henry would be pleased·
to discuss it with you objectively •

.With kindest and best personal regards,
lam

Sincerely,'·
.-: ;::>' .~

Jimmy Bishop· . '\

•••••••• ·.4 ••

. ... -:" :""-~".
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WASHINGTON
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WASHINGTON
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Re: Labor/Business Advisory
Conunittee.
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Re: Signature for University of
Oregon
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Z. Brzezinski _
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the President's outbox. It is
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Re: Meeting with Henry Kissinger



THE WHITE HOUSE

WASHINGTON

MONDALE
COSTAN A
EIZENSTAT
JORDAN
LIPSHUTZ
MOORE

.POWELL
WATSON

/~ FOR STAFFING

o FOR INFORMATI

/7 TO PRESIDENT
TODAY

:z.
:~
E-I ••••
u)ot<rz.

ARAGON
BOURNE

)( BRZEZINSKI
BUTLER
H. CARTER
CLOUGH
FALLOWS
HARDEN

-:- HOYT
I'>( KRAFT

B. MITCHELL
B. RAINWATERON SCHLESINGER
SCHNEIDERS
SIEGEL
T. SMITH
WELLS
VOORDE



',,', :~':'.:: , , '. " ~..,~\- .
" .~'.;~~S' .

.".':f'~..
.~, "';.,

;...fJ_!.\~~.'1

,·'t·':{

Ii
,:e~~".<"Y'
.i'~;':~~il:

"~~ ",.,n;:~,:f~::.
·,·it,1Fk"l~~':':j;"

f··',;,'

;IJ~,.
,·'J;_ .•.::r~f

i'll' ·
ljt~
~""",~r},;.
,~;/$,:'
< '"f,~

,'j "
:1 .• '."': Y~:)r

.~l,~'~1::,'.
~,:','r:,.

;W>A"

THE WH ITE HOUSE

WASHINGTON

~~/
~e~A

; Jf""~7, ,
,{;.r/~~~" ~~ "

~ ~ ~~

/' ~-~7 /
J,4, ~~4.

Electrostatic Copy Made
for Preservation Purposes



THE WHITE HOUSE

WASHINGTON

MONDALE
COSTAN A
EIZENSTAT
JORDAN
LIPSHUTZ
MOORE

.POWELL
WATSON

L:7 FOR STAFFING
t:7 FOR INFORMATIO

/7 TO PRESIDENT
TODAY

, ~L~ .. l-t
E-41-t
CJl>I.cera:.

ARAGON
BOURNE
BRZEZINSKI
BUTLER
H. CARTER
CLOUGH
FALLOWS
HARDEN
HOYT
KRAFT
B. MITCHELL
B. RAINWATERN SCHLESINGER

)( SCHNEIDERS
SIEGEL
T. SMITH
WELLS

I VOORDE



THE WHITE HOUSE

WASHINGTON

2 - 2J--77

j2'r4.~
w-<. A. j'",y

)£/- ,v-;-J .n-<-

yk ?1t~ ~-

t.d~;:'7.ek -
..:7 -C



THE WHITE HOUSE

WASHINGTON

February 25, 1977

Zbigniew Brzezinski
Jack Watson
Mark Siegel

The attached is forwarded to you
for your information.

Re: Phone conversation with
Juani ta Kreps.
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8:30 a. m.
February 24, 1977

I spoke with Juanita this morning and she mentioned the following
items:

1. Following her visit to North Carolina to testify on the ERA,
Juanita suggests that you might want to call Governor Jim Hunt
to thank him for his leadership on the issue. (Juanita is not at
all sure he, is giving much leadership and, in fact, thinks a call
from you might" stiffen his spine." )

2. She had a pleasant visit with the Romanian Ambassador and
the Romanian Trade Representative primarily to talk about increased
trade between the United States and Romania. It was a very good
meeting and they also talked approvingly of your comments on
human rights.

3. The difficulty between HUD and Commerce concerning juris-
dictional problems with EDA have been worked out between Pat and
Juanita.

E'ectrOstatlC CoPY Made
tor p,eservatlon Purposes
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Secretary Blumenthal thru
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the President's outbox. It is
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handling.

Re: Secret Service Protection
for new grandchild
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Pursuant to 18 U.S.C., Section 3056, I would like
the u.s. Secret Service to take protection of my
second grandchild upon its birth at Bethesda Naval
Hospital until this grandchild moves to the White
House.

There is no need for individual protection to
continue during the first several months of my
grandch~ld's life at the official residence, and
therefore I would l'ike the Secret Service detail
assigned to this grandchild to terminate upon the
move from the hospital to the residence.

I will notify you when this member of my family
again requires individual protection.

cc: Mr. H. Stuart Knight
Director
U.S. Secret Service



FOR INFORMATION:

f\1;~
"

IFOR ACTION:
~ Stu EizenS'te.t

Ham Jordan
Bob Lipshutz
Frank Moore

The Vice President
Midge Costanza
JodyPowell
Richard Harden
Robert Linder
Bert Lance

Jac;·k Watson's memo 2/21/77 re: .
PROPOSED ORGANIZA TION OF ECONOMIC

POLICY GROUP

YOUR RESPONSE MUST BE DELIVERED
TO THE STAFF SECRETARY BY:

TIME: 1l,A. M..

DAY:

ACTION REQUESTED:
-£L Your comments

STAFF RESPONSE:
_I concur.

Please note other comments below:

PLEASE ATIACH THIS COpy TO MATERIAL SUBMITTED.

If you have any questions or if you anticipate a delay in submitting the required
material, please telephone the Staff Secretary immediately. (Telephone. 7052)



r FOR ACTION:
~ Stu Eizenettt ::

Ham Jordan
Bob Lipshutz
Frank Moore

FOR INFORMATION: The Vice President
" Midge Costanza

Jody Powell
Richard Harden
Robert Linder

Jac;'k Watson's memo 2/21!7.7 re: ,
PR'OPOSED ORGANIZATION OF ECONOMIC

POLICY GROUP

YOUR RESPONSE MUST BE DELIVERED
TO THE STAFF SECRETARY BY:

TIME: 1l.A. M'A

DAY: Friday

February 25

ACTION REQUESTED:
-lL Your comments

STAFF RESPONSE:
__ I concur.

Please note other comments below:

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

" you have any questions or if you anticipate a delav in submitting the required
material. please telephone the Statt Secretary immediatelV. (Telephone. 70521



PROPOSED
ECONOMIC

The attached memorandum to you from Mike Blumenthal
and Charlie Schultze outlines the membership, structure
and basic operational responsibility of an Economic Policy
Group (EPG). As you know, there have been numerous discus-
sions leading up to these proposals.

The critical jurisdictional questions concerning
international economic policy-m~king have been worked out
between Zbig and Cy Vance on the one hand and Mike and
Charlie on the other. Although the Executive Committee
of the EPG is somewhat larger than some would desire, I
think it is workable.

Although the proposal comes to you from Mike and
Charlie, it is concurred in by Messrs. Vance, Marshall,
Lance, Brzezinski and Eizenstat and Ms. Kreps and Ms.
Harris. I have assured all other members of the Cabinet
that agenda for the meeting will be distributed to them
beforehand so that they can attend any EPG meeting which
deals with issues in which they are interested.



THE CHAIRMAN OF THE
COUNCIL OF ECONOMIC ADVISERS

WASHINGTON

MEMORANDUM FOR THE PRES~.~~1jT
lJ.P-'1P d L-S

FROM: MIKE BLUMENTHAL, CHARLIE SCHULTZE

The following proposal outlines our final recommendations
on proposed membership, basic structure, and the process for
formulating recommendations to you within an Economic Policy
Group (EPG).

That a single cabinet-level committee called the
Economic Policy Group be created to help formulate and
co-ordinate both domestic and foreign economic policy.

That the Executive Committee of the group consist of
the Secretaries of State, Treasury, Commerce, Labor, HUD,
Council of Economic Advisers, the Director of the Office
of Management and Budget, and the National Security
Adviser.

That the Vice President be an ex-officio member of the
Executive Committee.

That the Assistant to the President for Domestic Affairs
and Policy be an ex-officio member of the Executive Committee.

That the Secretary to the Cabinet attend all meetings as
an ex-officio member, and insure that other members of the
Cabinet, as well as the Assistant to the Pre~ident for
Energy, the Ambassador to the United Nations, and the
Special Trade Representative, are invited to attend those
EPG meetings that deal with issues in which they have a
significant interest.



- That the Treasury Secretary and the CEA Chairman would
be co-chairmen of the EPG and its Executive Committee •.

The operation of the EPG should be less rigid than that
of the Ford Administration's Economic Policy Board.
Specifically:
1. The EPG should meet weekly, on Monday, rather than
four times weekly as the EPB did.
2. A small staff of three professionals and four clerical
employees will be ~ssigned from the staffs of the Treasury
De artm t.and CEA to assi~.t..t~eco-c1ia~rmen'in'·cl:>-d~crri'l~rt~ng
EPG acti vi ties.' T 1.5st.i1l will advise'-<Ehe~'-co~c:n:a-Irrnetfon"
the--EPG agenda';'manage the flow of reports ·and other paper,
enforce deadlines, schedule meetings, and otherwise accept
the burden of keeping this operation functioning smoothly.
3. Actual policy analysis will be carried out by groups
of staff members and senior deputies from the several agencies
involved in the EPG. Most of these groups will be created
ad hoc to deal with specific problems as they arise. Final
recommendations will be formulated by the EPG itself.
NOTE: The staff supporting the EPG would remain on the

payrolls of the Treasury Department and the CEA.
The General Counsel at the Office of Management
and Budget advises that direct funding of the EPG
staff would require a new statute. Any request
for such a statute would, in our view, open the
door for Congress to stipulate in the law the manner
in which the EPG should operate. It is possible,

lcp/ f~ ;,~ ~g~i;~i~~i~;:~;~i~~~~~w:i~!~9i§=
>~<Vc c JI ~i=~~~~~~:i~&i~{~~:~~~~~~~~y:s

off1.c~.~.lNe are sanguine ,however; tnat.'tne--~appro"'::-'-'-'~'
prlaElons committees will not object to our proposals.
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All major economic policy issues should be coordinated
through the EPG. In particular, we want to bring together
in one place staffing and planning for both domestic and
international issues.

A major aim of this proposal is to avoid duplication and
competition in international economic policy making between
EPG and NSC. Since the National Security Adviser or his
economics deputy will serve on the Executive Committee of the
EPG, NSC participation in the economic deliberations of that
group would be constant. Membership of the EPG co-chairmen
and the Director of OMB on the NSC also assures adequate
economic input into NSC decisions.

Under this proposal, NSC would continue to be the primary
forum for discussion of the political aspects of international
economic issues, through the operations of its Policy Review
Committee or its Special Co-Ordinating Committee. NSC routinely
will ask EPG to take on the staffing and analysis of international
economic issues, however, retaining the option to review EPG
recommendations for their political impact before those recomen-
dations are forwarded to you.

An example of how the NSC-EPG arrangements would work in
one situation is attached.



Illustration of NSC and EPG Coordination of International
Economic Issues

1) The question of whether or not to hold an Economic Summit
Meeting would be addressed in the Policy Review Committee
of the NSC since that decision involves substantial political,
as well as economic considerations.

2) If PRC decided that an Economics Summit Meeting should be
held, staffing of the underlying economic issues for the
meeting would be handled through EPG. Staffing on such
questions as sterling balance, Italy's economics situation,
international commodity policy, debt overhang, etc. would
be divided among members of the EPG for appropriate analysis
and summary.

3) Once the EPG completed its recommendations, the subject would
be returned to the Policy Review Committee before going to
the President. If there were some disagreement in the PRC
concerning the policy recommendations of EPG, the matter
would not go to the President without further discussion
in the NSC.



'TIlE PPESIDENT
'fiIE VICE PERSIDEN1'

BRlJC8 KIRSO ILL"IDNJM f.J~
l£eting with state Legislators
Friday, February 25, 1977
}: 30 p.m., Cc-u)~net PD::All .

• J:
M3rtin Saeo, Sp2ak.erof the House in Hinnesota and President of the

xNational Conference of state Legislatures will begin the nL~ting by
describing eleir organization as represG,ting 7,600 state legisla-
tors, being headquartered .in D2nver, C'.olorado,with a budget of
nearly $3 million.

He \-lill then present their concerns and hO;J2Sfor a strong working
relationship \\Tith t.i-le{'[hite House and the sp2cial concerns of state
legislators c.:oncerningfederal prograrrs:

a. Increa~-)edinvolveID2T1tin hCM a sG:""lt_esp2nds its
federal ftmds. (Arecent Penns)'Ivania court de-
cision g.1vethe state legislature the right to
"appropriate" the federal rroniE!Sgoing into that
state. Last year they \'Jere nearly successful in
having t.i-leCongress give the.mthe jX)Herto approve
LEAA state plans but instead were giV8..11revieYl and
COlment po.·ler.}

b. Asking the President to direct each Cabinet officer
to establiSJl a high ranking, policy-level inter-
governm211t..alrelations office. (Jack I'iatson has been
consul tin3 with Cabinet nnrb2rs on this issue.)

c. Asking for stronger relations from JL"'gionalOffices
\viUl ste'1te legislators. (At your direction, Jack
\vatson is ur"ldert.ukinga revic.",vof Pe']ionuJ..Offices
in ccop2ration with each clepartn12nt.)
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MEMORANDUM FOR THE PRESIDENT

FROM: STU EIZENSTAT ~
SUBJECT: ENERGY REORGANIZATION LEGISLATION

I have carefully reviewed the energy reorganization
legislatipn and believe it to be sound and well-
balanced particularly in the delicate area of leasing
of publically-owned lands and resources. The Secretary
of Interior retains general authority over the environ-
mental and multiple-use aspects of leasing while the
Energy Department receives sufficient authority to make
use of the leasing "carrot" to effectively deal with
the oil and gas companies. My staff has worked closely
with Dr. Schlesinger's staff, and I do not believe there
are any outstanding issues between us.

There are four potentially controversial areas which you
should be aware of, although I believe that the decision
reflected in the legislation is the correct one in each
case.

The department does not include non-energy minerals
as was originally diSCUssed with Senators Jackson
and Ribicoff. Since we have not included full
control of energy minerals (the leasing issue) within
the new Energy Department, it makes little sense to
include the entirely separate function of managing
non-energy minerals. While I understand that there
was some concern to "save face" with Senator Jackson
in return for his agreement to abandon the concept
of a Department of Energy and Natural Resources (DENR),
Jim Schlesinger feels this is no longer a problem. I
have no reason to disagree with that judgment.
Further, I understand from Senator Ribicoff's staff
that he does not feel strongly about a DENR.

2. When compared to the Department of Interior, the new
Department may appear to be somewhat top heavy in
terms of the number of officials at the level of

Electrostatic Copy Made
tor Preservation Purp08e$



Assistant Secretary and above. This could be seen 1/
as undermining your call for "cutting the fat" out jr _/1" r
of government. It could also be taken, albeit
wrongly, by those sensitive to the relationship /-A~76 •• ,.1.
between the Interior and Energy Departments as a ~;~I ,
sign that Energy will become dominant. I do not
believe that the comparison with Interior is valid
since that Department's internal structure is widely i
regarded as confused and somewhat archaic. Newer
departments, such as Transportation or Housing and
Urban Development, have similar nUmbers of top officials
and the Energy Department would be- consistent with
these precedents. It makes little sense to design
a new department based upon the existing structure
of an older department such as Interior, which has
a substantially different mission.

The Leasing Liaison Committee, established as the
Energy Department's go between with Interior, may be
viewed by the environmental community as an institu-
tionalized watchdog over the Interior Department's
leasing functions. This is in part true, although
the Energy Department can exercise the same fuctions
with or without the Committee. On the plus side,
establishing a formal Leasing Committee gives the
Energy Department's role in this area higher visibility,
particularly to the oil and gas industry. I know
that Jim Schlesinger feels that a prominent role in
leasing will be an important tool in dealing with the
energy companies, and I would agree that this is of
sufficient value to overcome any perceived environmental
objections.

4. Combining the economic regulatory powers of the
the Federal Power Commission with the Energy Department
drew some criticism from Congress and from consumer
groups during the campaign. I believe that these
objections have largely dissipated given the insulation
of the economic regulatory functions from political
control as the bill provides. This should not continue
to be a major problem although it may still raise
some questions in the House.

We are now working on a message to support this proposed
legislation with Jim Schlesinger's staff, and we will have it
to you shortly.
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OUTLINE OF DRAFT LEGISLATION
TO CREATE A DEPARTMENT OF ENERGY

The Bill proposes creation of a Department of Energy,
with the following major structural Components:

Certain programs and functions from the Interior
Department:

The four regional power marketing Administrations
(Bonneville, Alaska, Southwest and Southeast) and
the power marketing functions of the Bureau of
Reclamation

Certain programs of the Bureau of Mines--i.e.,
the fuels data program (which collects and
analyses data principally on fossil fuels) and
research and development programs relating to
improvements in coal mining extraction technology,
coal preparation and analysis, and technology
development for equipment for surface mining

Certain responsibilities relating to leasing of
energy minerals onshore and offshore, as outlined
further below

Policy control over the rate of the exploration
program, to be conducted by Interior, in the Naval
Petroleum Reserve in Alaska

The existing statutory authorities for the thermal
efficiency standards program, now vested in the
Secretary of BUD (these authorities relate to develop-
ment by late 1979 of standards for commercial and
residential buildings; implementation of these
standards, pursuant to Energy Department policy
guidelines, would continue in HUD)



Existing Commerce Department programs to promote
voluntary industrial energy conservation

The jurisdiction over and administration of the
three Naval petroleum reserves in California and
Wyoming, and three Naval oil shale reserves in
Colorado and Utah, currently in the Defense
Department

The authorities vested in the SEC through the
Public Utility Holding Company Act of 1935 to
regulate mergers in the electric utility industry

The authorities currently vested in the ICC to
regulate the valuation of oil pipelines, on which
rate-making decisions are based.

In addition, the Energy Department will have an advisory
role in recommending goals in the automobile efficiency
standards program to the Secretary of Transportation who
will continue to have primary responsibility for the program,
and will have a right of concurrence on approval of
REA loans to ensure their coordination with national energy
conservation policy.

In the area of public lands leasing, a process arrange-
ment between the Department of Energy and the Department of
the Interior will be proposed. Under this arrangement, the
actual leasing of resources will remain in the Interior
Department, but policy control over broad goals of the
process, and specific controls over certain procedures
within the process, will reside in the Energy Department.

(a) Each year the Energy Secretary will develop long-
term production goals for Federally controlled
onshore and offshore energy resources, resource
by resource, with input from the Interior Secretary.
The goals will be set taking into account reasonable
lead times for the particular resource involved.
If the Interior Secretary concludes a partic~lar
goal is unrealistic, the matter will be decided by
the President.



(b) General regulations governing the leasing
program vlould be issued by Dol. However,
regulations covering economic terms and con-
ditions of the lease, listed below, will be
established by DoE:

• Competitive relationships among energy
companies

. Mandatory rates of production, emergency
acceleration of production, direct control
of production for resale

(c) Issuance of specific lease-by-lease terms and
conditions will be done by Dol, with DoE approval
required only for those areas of individual lease
agreements covered by the general regulations set
by DoE in (b), above.

(d) In the post-lease period, DoE will fix production
rates for the energy resources (including MER's
and MPR's). DoE will have authority to monitor
the Geological Survey's work and perform work of
its own to determine if production rates are being
followed, and to recommend cancellation or for-
feiture of the lease to the Interior Secretary, in
accordance with applicable law and terms of the
lease. If the Interior Secretary determines that
the lease will not be cancelled or forfeited, his
reasons for that determination must be published
in the Federal Register within 90 days.

(e) Dol will make all data gathered in the leasing
process available to DoE.

(f) A Leasing Liaison Committee will be established, 7
with a Presidential appointee as its head (coming
from the Energy Department) and membership from
the Energy Department. The Committee will act as c
a vehicle for DoE to be fully informed at all



stages of the leasing process, and for DoE,
through the Secretary, to make recommendations
to Dol on matters relating to leasing (in
addition to the specific authority given DoE
above), with a right of referral by the Secre-
tary to the President if he feels that actions
or failure to act by Dol on matters recommended
to it are adverse to the responsibilities of
DoE.

One of the goals implicit in consolidating energy
economic regulatory functions in the proposed Energy
Department is to ensure adequate insulation of these
functions to avoid improper influence on individual deci-
sions, while providing a more integrated policy framework
in which broader decisions of the FEA and FPC can be made.

A Board of Appeals i~ established, with three
Presidential appointees for four year terms, AlJ.. _ ~
removable only for cause. This Board would be 1'177 -
the final decision-maker within the Department
on aJrmatters relating to granting of hydro-
electric power licenses and certificates of
public convenience and necessity for natural gas
pipelines. Both of these functions are currently
under the jurisdiction of the FPC. In addition,
the Board would receive for its review any con-
tested case adjudications involving determination
of individual rights. These types of proceedings
would be conducted initially by Administrative
Law Judges, who are not under the control of the
Secretary, and appeal would then be taken 1;06 the
to the Board of Appeals, also free of Secretarial
control. Further appeal would then lodge in the
courts.

(b) The bill retains Secretarial flexibility in
determining the manner in which large portions of
the Department's regulatory workload will be
performed, thereby attempting to streamline
procedures while continuing to provide all due
process rights in those procedures. Thus, it
is anticipated that the Secretary will proceed
to shift more of the workload involving economic
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regulation to a rule-making procedure, under
which broader policy can be set forth, \vhile
preserving the independence of the case-by-
case process through the Board of Appeals
described above.

The legislation will call for creation of a Department
with all authorities vested in the Secretary. Other
statutory officers to be created will be a Deputy Secre-
tary, two Under Secretaries (one for policy and pr0'llr..am
evaluation and one for management), eiqlrt Assistant
Secretaries, including statutory deslgnation of an
Assistant Secretary for Conservation and an Assistant
Secretary for Environment), an Energy Data Administration
and an Energy Regulatory Administration. All of these
officers will be Presidentially appointed, with Senate
confirmation.

The Energy Data Administration will be statutorily
vested with primary, though hot exclusive, jurisdiction
over the data collection and analysis functions of the !

Department. 'The legislation will specify that the functions
vested in the Office of Energy Information at FEA by the
Energy Conservation and Production Act will be vested in the
Administrator of the Energy Data Administration. The
Administration will be subject to the same types of require-
ments, including performance audit review, as were
established in ECPA.

The Energy Regulatory Administration will exercise the
present regulatory powers of the FEA (on petroleum pricing
and allocations) and the FPC, and will be subject to the
insulation of certain of its responsibilities through the
Board of Appeals described above.

A governing principl~ in describing the responsibilities
of the major line operating entities within the Department
is to attempt to allocate resources in such a manner that
no one component can dominate the others. Thus, the
present ERDA programs and activities will be moved to
those line entities within the Department in which they
can best be undertaken. For exan~le, the major energy con-
servation Rand D programs which ERDA now undertakes would
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become the responsibility of the Assistant Secretary for
Conservation. This, however, would still leave the line
entity responsibile for technology development with
significant responsibilities (primarily in the areas of
fossil fuel Rand D and nuclear R and D), while reducing
substantially the potential for dominance by that tech-
nology entity over the entire department.





FOR THE PRESIDENT

FRJM: Jim Schlesinger~

SUBJECl':Energy Legislation

Attached is a draft bill for the creation of an energy departrren.t.
Youindicated your desire to see the bill at as early a IIDment
as possible.

While there continue to be a numberof areas in which further
adjustrren.ts will have to be made, the legislation seems to
be in reasonably good shape.



DRAFT

.To establish a Department of Energy in the Executive Branch

by the reorganization of energy functions within the Federal

government in order to secure effective management to assure

a coordinated National energy policy and for other purposes.

Be it enacted by the Senate and House of Representatives

of the united States of America in Congress assembled, That

this Act may be cited as the "Department of Energy Organization

Act."

TITLE I

DECLARATION OF PURPOSE

Sec. 101. The purposes of this Act are (1) to establish

a permanent Department of Energy in the executive branch,

(2) to vest in the Secretary of Energy such functions as are

vested in or transferred to him by this Act, (3) to achieve,

through the Department, effective management of energy

functions of the Federal government, and (4) to provide the

mechanism through which a coordinated National energy policy

can be formulated and implemented to deal with the short-,

mid-, and long-term energy problems of the Nation.

TITLE II

ESTABLISH~mNT OF DEPARTMENT

Sec. 201. There is hereby established at the seat of

government an executive department to be known as the

Department of Energy (hereinafter in this Act referred to as



Department, a Secretary of Energy (hereinafter in this Act

referred to as the "Secretary") who shall be appointed by



Sec. 204. (a) There shall- be within the Department an

Energy Information Administration to be headed by an Adminis-

trator, who shall be appointed by the President by and with

the advice and consent of the Senate.

(b) The Secretary shall delegate to the Administrator

(which delegation may be on a nonexclusive basis as the

Secretary may determine) the functions vested in him by law

to gather energy information (as defined in section 5l(c) of

the Federal Energy Administration Act of 1974, as amended),

and the Administrator may act in the name of the Secretary

for the purpose of obtaining enforcement of the delegated

function.

Sec. 205. (a) There shall be within the Department an

Economic Regulatory Administration to be headed by an

Administrator, who shall be appointed by the President by and

with the advice and consent of the Senate.

(b) The Secretary shall exercise through the Economic

Regulatory Administration--

(1) any authority to prescribe maximum prices and

to allocate petroleum products which may be delegated

to the Secretary under the Emergency Petroleum Alloca-

tion Act of 1973, as amended;

(2) the authority transferred to him by section

301 of this Act to establish rates and charges under

the Federal Power Act and the Natural Gas Act; and





The authority for the functions so transferred includes, but

is not limited to, section 5 of the Flood Control Act of



of that Department for the transmission and disposition of

the electric power and energy generated at Falcon Dam and

Amistad Dam, international storage reservoir projects

constructed on the Rio Grande pursuant to the Act of

June 19, 1954, as amended by the Act of December 23, 1963;

(d) The authority of the Secretary of the Interior to

prescribe such regulations under the Outer Continental Shelf

Lands Act, the Mineral Lands Leasing Act, the Mineral

Leasing Act for Acquired Lands, the Geothermal Steam Act of

1970, and the Energy Policy and Conservation Act, as relate

to the (1) fostering of competition for Federal leases

(including but not limited to prohibition on bidding for

development rights by certain types of joint ventures), (2)

implementation of alternative bidding systems authorized for

the award of Federal leases, (3) establishment of diligence

requirements for operations conducted on Federal leases

(including but not limited to procedures relating to the

granting or ordering by the Secretary of the Interior of

suspension of operations or production as they relate to

such requirements), (4) setting of rates of production for

Federal leases, and (5) specifying the procedures, terms and

conditions for the acquisition and disposition of Federal

royalty interests taken in kind; Provided, that the terms of

such regulations shall be determined by the Secretary only

after consultation with the Secretary of the Interior; and



publish in the Federal Register such regulations as are

established by the Secretary under this subsection;

(e) Those functions of the Secretary of the Interior,



development rights by certain types of joint ventures), (2)

relate to the bidding system authorized for award of Federal

leases, (3) set diligence requirements for operations

conducted on Federal leases (including but not limited to

procedures relating to the granting or ordering by the

Secretary of the Interior of suspension of operations or

production as they relate to such requirements), (4) set

rates for production for Federal leases, and (5) specify the

manner in which Federal Royalty interests may be taken in

kind.

Act, "Federal lease" means an agreement which, in considera-

tion of bonuses and royalties conferred and covenants to be

observed, grants to a lessee the exclusive right and privilege

of exploring for, developing, or producing, or any or all of

these, oil and gas, coal, oil shale, tar sands, and geothermal

resources on lands under Federal jurisdiction.

Sec. 305. All functions vested in the Director of the

Office of Energy Information and Analysis by title I, Part C

of the Energy Conservation and Production Act are hereby

transferred to the Administrator of the Energy Information

Administration.

Sec. 306. Except as otherwise provided in this Act,

all functions vested in the Securities and Exchange Commission,

or the Chairman or the members thereof, under the provisions

of the Public utility Holding Company Act of 1935, and under



the provisions of Reorganization Plan No. 10 of 1950 and

Public Law 87-592, as approved August 20, 1962, insofar as

said reorganization plan and Public Law 87-592 relate to the

administration of the Public utility Holding Company Act of

1935 are hereby transferred to the Secretary.

Sec. 307. Except as otherwise provided in this Act,

there are hereby transferred to and vested in the Secretary

all of the functions vested in the Secretary of Housing and

Urban Development by the Energy Conservation Standards for

New Buildings Act of 1976, title III of the Energy Conserva-

tion and Production Act.

Sec. 308. Except as otherwise provided in this Act,

there are hereby transferred to and vested in the Secretary

such functions as are set forth in the Interstate Commerce

Act, as amended, and vested by law in the Interstate Commerce

Commission or the Chairman and members thereof as they

relate to oil pipeline valuation.

Sec. 309. Except as otherwise provided in this Act,

there are hereby transferred to and vested in the Secretary

all functions vested by Chapter 641 of of title 10, united

States Code, in the Secretary of the Navy as they relate to

the administration of, and there is hereby transferred to

and vested in the Secretary jurisdiction over--

(1) Naval Petroleum Reserve Numbered 1 (Elk Hills),

located in Kern County, California, established by Executive

Order of the President, dated September 2, 1912;



(2) Naval Petroleum Reserve Numbered 2 (Buena Vista) ,

located in Kern County, California, established by Executive

Order of the President, dated December 13, 1912;

(3) Naval Petroleum Reserve Numbered 3 (Teapot Dome)

located in Wyoming, established by Executive Order of the

President, dated April 30, 1915;

(4) Oil Shale Reserve Numbered 1, located in Colorado,

established by Executive Order of the President, dated

December 6, 1916, as amended by Executive Order dated

June 12, 1919;

(5) Oil Shale Reserve Numbered 2, located in Utah

established by Executive Order of the President, dated

December 6, 1916; and

(6) Oil Shale Reserve Numbered 3, located in Colorado,

established by Executive Order of the President, dated
September 27, 1924.

TITLE IV

BOARD OF APPEALS

Sec. 401. (a) There is hereby established within the

Department a Board of Appeals (hereinafter in this Act

referred to as the nBoard") for the review of contested

decisions of presiding employees with regard to the issuance

of licenses pursuant to Part I of the Federal Power Act and

certificates of public convenience and necessity pursuant to

section 7 of the Natural Gas Act; for the review of decisions

of presiding employees with regard to adjudications made





(d) The decision of the Board shall be the final

agency action within the meaning of section 704 of title 5,

United States Code with respect to matters within the

Board's jurisdiction and shall not be subject to further

review by the Department.

(e) The Chairman of the Board may from time to time

designate any other member of the Board as Acting Chairman

to act in the place and stead of the Chairman during his

absence. The Chairman (or the Acting Chairman in the

absence of the Chairman) shall preside at all sessions of

the Board and a quorum for the transaction of business shall

consist of at least two members present. Each member of the

Board, including the Chairman~ shall have equal responsi-

bility and authority in all decisions and actions of the

Board, except as provided in section 401(b), shall have full

access to all information relating to the performance of his

duties or responsibilities, and shall have one vote. Actions

of the Board shall be determined by a majority vote of the

members present. The Board shall have an official seal

which shall be judicially noticed.

Sec. 402. (a) No person in the employ of or holding

any official relation to any licensee or to any person,

firm, association, or corporation engaged in the production,

generation, transmission, distribution, or sale of electric

power, petroleum or petroleum products, natural gas, coal,

or nuclear material, or owning stock or bonds thereof, or



who has any pecuniary interest therein, shall enter upon the

duties of or hold the office of Board member. Members shall

not engage in any other business, vocation, or employment.

(b) Each Board member shall receive necessary travel

and subsistence expenses, or per diem allowance in lieu

thereof, within the limitations prescribed by law, while

away from the seat of government upon official business.

(c) The principal office of the Board shall be in or

near the District of Columbia, where its general sessions

shall be held; but whenever the convenience of the public or

of the the parties may be promoted or delay or expense

prevented thereby, the Board may hold special session in any

part of the United States.

TITLE V

ADMINISTRATIVE PROCEDURES AND JUDICIAL REVIEW

Sec. 501. (a) Subject to the other requirements of

this section, the provisions of subchapter II of Chapter 5

of title 5, United States Code, shall apply to any rule,

regulation, or order issued pursuant to authority vested in

the Secretary, including any such rule, regulation, or order

of a State or local government agency or officer thereof,

issued pursuant to authority delegated by the Secretary.

(b) In addition to the requirements of subsection (a)

notice of any proposed rule or regulation shall be given by

publication of such proposed rule or regulation in the

Federal Register. In each case, a minimum of ten days



following such publication shall be provided for opportunity

to comment; except that the requirements of this paragraph

as to time of notice and opportunity to comment may be

waived where strict compliance is found to cause serious

harm or injury to the public health, safety, or welfare, and

such finding is set out in detail in such rule or regulation.

In addition, pUblic notice of all rules or regulations

described in subsection (a) which are promulgated by officers

of a State or local government agency shall, to the maximum

extent practicable, be achieved by publication of such rules

.or regulations in a sufficient number of newspapers of

statewide circulation calculated to receive widest possible

notice.

(c) In addition to the requirements of subsection (b),

if any rule or regulation described in subsection (a) is

likely to have a substantial impact on the Nation's economy

or large numbers of individuals or businesses, an opportunity

for oral presentation of views, data, and arguments shall be

afforded. To the maximum extent practicable, such opportunity

shall be afforded prior to the issuance of such rule or

regulation but in aLl cases such opportunity shall be afforded

no later than forty-five days after the issuance of any such

rule or regulation. A transcript shall be kept of any oral

presentation.

(d) The Secretary or any officer authorized to issue

rules, regulations, or orders under the Emergency Petroleum

Allocation Act of 1973, as amended, the Energy Supply and



Environmental Coordination Act of 1974, as amended, or the

Energy Policy and Conservation Act, shall provide for the

making of such adjustments, consistent with the other

purposes of this Act, as may be necessary to prevent special

hardship, inequity, or unfair distribution of burdens and

shall, by rule, establish procedures which are available to

any person for the purpose of seeking an interpretation.

(e) (1) With respect to any rule or regulation of the

Secretary the effects of which, except for indirect effects

of an inconsequential nature, are confined to--

(A) a single unit of local government or

the residents thereof;

(B) a single geographic area within a State

or the residents thereof; or

(C) a single State or the residents thereof;

the Secretary shall, in any case where appropriate afford an

opportunity for a hearing or the oral presentation of views

and provide procedures for the holding of such hearing or

oral presentation within the boundaries of the unit of local

government, geographic area, or State described in paragraphs

(A) through (C), as the case may be.

(2) For purposes of this subsection--

(A) the term "unit of local government"

means a county, municipality, town, township,

village, or other unit of general government below

the State level; and



(B) the term "geographic area within a

State" means a special purpose district or other

region recognized for governmental purposes within

such State which is not a unit of local government.

(3) Nothing in this subsection shall be construed as

requiring a hearing or an oral presentation of views where

none is required by this section.

(f) (1) Judicial review of agency action taken under

any law the functions of which are transferred to the

Secretary by this Act shall, notwithstanding such transfer,

be available in the manner specified in such law.

(2) Notwithstanding the amount in controversy, the

district courts of the united States shall have exclusive

original jurisdiction of all other cases or controversies

arising under this Act, or under rules, regulations, or

orders issued exclusively thereunder, except any actions

taken to implement or enforce any rule, regulation, or order

by any officer of a State or local government agency under

this Act: Provided, that nothing in this section affects

the power of any court of competent jurisdiction to consider,

hear, and determine in any proceeding before it any issue

raised by way of defense (other than a defense based on the

unconstitutionality of this Act or the validity of action

taken by any agency under this Act). If in any such pro-

ceeding an issue by way of defense is raised based on the

unconstitutionality of this Act or the validity of agency



action under this Act, the case shall be subject to removal

by either party to a district court of the United States in

accordance with the applicable provisions of Chapter 89 of

title 28, United States Code. Cases or controversies

arising under any rule, regulation, or order of any officer

of a State or local government agency may be heard in either

(1) any appropriate State court, or (2) without regard to

the amount in controversy, the district courts of the United

States.
(3) The Secretary may, by rule, prescribe procedures

for State or local government agencies authorized by the

Secretary to carry out such functions as may be permitted

under applicable law. Such procedures shall apply to such

agencies in lieu of section 501, and shall require that

prior to taking any action, such agencies shall take steps

reasonably calculated to provide notice to persons who may

be affected by the action, and shall afford an opportunity

for presentation of views (including oral presentation of

views where practicable) at least ten days before taking the

action.

Sec. 502. (a) In lieu of procedures established by

section 501, the Secretary may, by rule, if he determines it

to be in the public interest, utilize such administrative

procedures as may be specified in any other law to carry out

functions under that law which are transferred to the

Secretary by this Act.



F his absence. The Department of Interior shall advise and
consult with the Secretary, through the Committee, on all

to Federal leasing as the Secretary may deem appropriate.
If "the Secretary concludes that any action or failure to act



refer the matter to the President, whose decision shall be

final.

Sec. 602. (a) Each officer or employee of the Depart-

ment who has any known financial interest--

(1) in any person engaged in the business of

exploring, developing, producing, refining, trans-

porting by pipeline, or distributing (other than at the -

retail level) coal, natural gas, or petroleum products;

(2) in property from which coal, natural gas, or

crude oil or nuclear material is commercially produced;

(3) in any person engaged in the production,

generation, transmission, distribution or sale of

electric power; or

(4) in any person engaged in production, sale, or

distribution of nuclear materials;

shall, beginning on February 1, 1978, annually file with the

Secretary a written statement disclosing all such interests

held by such officer or employee during the preceding calendar

year. Such statement shall be subject to examination, and

available for copying, by the public upon request.

(b) The Secretary shall--

(1) act, within 90 days after the effective date

of this Act, by rule--

(A) to define the term "known financial

interest" for purposes of subsection (a); and



(B) to establish the methods by which the

requirement to file written statements specified

in subsection (a) will be monitored and enforced,

including appropriate provisions for the filing by

such officers and employees of such statements and

the review by the Secretary of such statements;

and

(2) include, as part of the report made pursuant

to section 626, a report with respect to such disclosures

and the actions taken in regard thereto during the

preceding calendar year.

(c) In the rules prescribed in subsection (b), the

Secretary may identify specific positions, or classes

thereof, within the Department which are of a nonregulatory

and nonpolicymaking nature and provide that officers or

employees occupying such positions shall be exempt from the

requirements of this section.

(d) Any officer or employee who is subject to, and

knowingly violates, subsection (a) shall be fined not more

than $2,500 or imprisoned not more than one year, or both.

Sec. 603. The Secretary is authorized to prescribe

such policies, standards, criteria, procedures, rules, and

regulations as he may deem to be necessary or appropriate to

carry out functions now or hereafter vested in him.

Sec. 604. (a) Except as otherwise expressly prohibited

by law, the Secretary may delegate any of his functions to



such officers and employees of the Department as he may

designate, and may authorize such successive redelegations
of such functions as he may deem to be necessary and appropriate.

(b) Except as otherwise expressly prohibited by law,

the Secretary may, with the consent of the head of the

department or agency concerned, delegate any function

vested in him to the head of such other department or

agency, and may authorize such successive redelegation

thereof as he may deem to be necessary and appropriate.

Funds made available to the Secretary or the Department may

be allocated or transferred, with the approval of the

Director of the Office of Management and Budget, to any

department or agency assisting the Secretary in carrying out

any functions delegated pursuant to this subsection. Funds

so allocated or transferred shall remain available for such

period as may be specified ~n the Acts making such funds

available.

Sec. 605. The Secretary is authorized to establish,

alter, consolidate or discontinue and to maintain such

State, regional, district, local or other field offices as

he may deem to be necessary to carry out functions now or

hereafter vested in him.

Sec. 606. The Secretary may, from time to time,

establish, alter, or discontinue such organizational units

or components within the Department as he may deem to be

necessary or appropriate: Provided, however, that such

authority shall not extend to the abolition of organiza-

tional units established by this Act.



Sec. 607. In the performance of his functions the

Secretary is authorized to appoint and fix the compensation

of such officers and employees as may be necessary to carry

out such functions. Such officers and employees shall be

appointed in accordance with the civil-service laws and

their compensation fixed in accordance with the Classifi-

cation Act of 1949, except that to the extent the Secretary

deems such action necessary to the discharge of his functions,

he may appoint not more than six hundred of the scientific,

engineering, professional and administrative personnel of

the Department without regard to such laws, and may fix the

compensation of such personnel not in excess of the highest

rate of grade 18 of the General Schedule of the Classification

Act of 1949, as amended.

Sec. 608. (a) There shall be within the Department

not more than fourteen additional officers in positions

authorized by sections 5315 and 5316 of title 5, United

States Code who shall be appointed by the Secretary and who

shall perform such functions as the Secretary shall prescribe

from time to time.

(b) In addition to the number of positions which may be

placed in GS-16, 17 and 18 under existing law or this Act, not

to exceed 150 positions may be placed in GS-16, 17, and 18 to

carry out functions under this Act; Provided, that positions

established by this subsection shall be subject to standards

and procedures under Chapter 51 of title 5, united States

Code.



Sec. 609. The Secretary may obtain services as authorized

by section 3109 of title 5, united States Code, at rates not

to exceed the maximum daily rate prescribed for grade GS-18

of the General Schedule by section 5332 of title 5, United

States Code for persons in Government service employed

intermittently.

Sec. 610. The Secretary is authorized to appoint such

advisory committees as he may deem appropriate to assist in

the performance of his functions. Members of such advisory

committees, other than those regularly employed by the

Federal Government, while attending meetings of such com-

mittees or while otherwise serving at the request of the

Secretary while serving away from their homes or regular

places of business, may be allowed travel expenses, including

per diem in lieu of subsistence, as authorized by section

5703 of title 5, United States Code for persons in the

government service employed intermittently.

Sec. 611. (a) The Secretary is authorized to recruit,

train, accept, and utilize, without regard to the civil

service and classification laws, rules, and regulations, the

services of individuals without compensation as volunteers

for or to aid or facilitate the work of the Department.

(b) The Secretary is authorized to provide for in-

cidental expenses, including but not limited to, trans-

portation, uniforms, lodging, and subsistence for such
volunteers.



(c) Except as otherwise provided in this section, a

volunteer shall not be deemed to be a Federal employee and

shall not be subject to the provisions of laws relating to

Federal employment, including those relating to hours of

work, rates of compensation, leave, unemployment compensa-

tion and Federal employee benefits.

(d) For the purpose of the tort claim provisions of

title 28 of the United States Code, a volunteer under this

section shall be considered a Federal employee.

(e) For the purpose of Subchapter I of Chapter 81 of

title 5, United States Code volunteers under this subsection

shall be deemed civilian employees of the United States

within the meaning of the term "employee" as defined in

section 8101 of title 5, United States Code, and the pro-

visions of that Subchapter shall apply.

Sec. 612. (a) The Secretary is authorized to provide

for participation of military personnel in carrying out his

functions. Members of the Army, the Navy, the Air Force, or

the Marine Corps may be detailed for service in the Department

by the appropriate military Secretary, pursuant to cooperative

agreements with the Secretary.

(b) Appointment, detail, or assigment to, acceptance

of, and service in any appointive or other position in the

Department under this section shall in no way affect status,

office, rank, or grade which officers or enlisted men may

occupy or hold or any emolument, prerequisite, right,



privilege or benefit incident to or arising out of such

status, office, rank, or grade, nor shall any member so

appointed, detailed or assigned be charged against any

statutory limitation on strengths applicable to the Armed

Forces. A member so appointed, detailed, or assigned shall

not be subject to direction or control by his Armed Force

or any officer thereof directly or indirectly with respect

to the responsibilities exercised in the position to which

appointed, detailed, or assigned.

Sec. 613. (a) With their consent, the Secretary may,

with or without reimbursement, use the services, equipment,

personnel, and facilities of persons or public and private

nonprofit agencies and organizations, including any agency

or instrumentality of the United States or of any State,

the District of Columbia, Puerto Rico, or any territory or

possession of the United States, or of any political sub-

division thereof, or of any foreign government in carrying

out any function now or hereafter vested in him.

(b) The Secretary may, with or without reimbursement,

provide service, equipment, personnel, and facilities to

public and private nonprofit agencies and organizations,

including any agency or instrumentality of the United States

or any State, territory, the Commonwealth of Puerto Rico,

the District of Columbia, or political subdivision thereof,

or to any foreign government whenever he deems such action

to be necessary and appropriate to the performance of

functions now or hereafter vested in him.



shall be deposited in the Treasury and may be withdrawn by

the Secretary or the head of the agency or instrumentality



Sec. 615. The Secretary is authorized to acquire (by

purchase, lease condemnation, or otherwise), construct,

improve, repair, operate, and maintain laboratories, research

and testing sites and facilities, quarters and related

accommodations for employees and dependents of employees of

the Department, and such other real and personal property

(including patents), or any interest therein, as the

Secretary deems necessary; to acquire by purchase, lease

(for periods not to exceed twenty years, and without regard

to the Act of March 3, 1877), condemnation, or otherwise,

through the Administrator of General Services, buildings and

parts of buildings in or near the District of Columbia for

the use of the Department; to lease to others such real and

personal property for money or other consideration; to sell

and otherwise dispose of real and personal property (including

patents and rights thereunder) in accordance with the provisions

of the Federal Property and Administrative Services Act of

1949, as amended; and to provide by contract or otherwise

for eating facilities and other necessary facilities for the

health, and welfare of employees of the Department at its

installations and purchase and maintain equipment therefor.

Sec. 616. Nothwithstanding any other provision of law,

the Secretary may, whenever he deems such action to be in

the public interest, for money or other consideration sell,

lease, or otherwise dispose of any interest in any special

purpose real property or personal property (including



property acquired with grant funds) of the Department and

may make conditional or unconditional gifts thereof to any

public service institution, Federal, State, local, or

foreign agency.

Sec. 617. (a) As necessary and when not otherwise

available, the Secretary is authorized to provide for,

construct, or maintain the following for employees and their

dependents stationed at remote locations:

(1) Emergency medical services and supplies;

(2) Food and other subsistence supplies;

(3) Messing facilities;

(4) Audio-visual equipment, accessories, and

supplies for recreation and training;

(5) Reimbursement for food, clothing, medicine

and other supplies furnished by such employees in

emergencies for the temporary relief of distressed

persons;

(6) Living and working quarters and facilities;

(7) Transportation of school age dependents of

employees to the nearest appropriate educational

facilities.

(b) The furnishing of medical treatment under para-

graph (1) of subsection (a) and the furnishing of services

and supplies under paragraphs (2) and (3) of subsection (a)

shall be at prices reflecting reasonable value as determined

by the Secretary.



(c) Proceeds from reimbursements under this section

shall be deposited in the Treasury and may be withdrawn by

the Secretary to pay directly the cost of such work or

services, to repay or make advances to appropriations of

funds which will initially bear all of a part of such cost,

or to refund excess sums when necessary; Provided, that

such payments may be credited to a working capital fund

otherwise established by law, and used under the law governing

such funds, if the fund is available for use by the Department

for performing the work or services for which payment is

received.

Sec. 618. The Secretary, under such terms, at such

rates, and for such period not exceeding fifty years, as he

may deem to be in the public interest, is authorized to

permit the use by public and private agencies, corporations,

associations, or other organizations or by individuals of

any real property, or any facility, structure, or other

improvement thereon, under the custody of the Secretary for

Department purposes. The Secretary may require permittees

under this section to recondition and maintain, at their own

expense, the real property, facilities, structures, and

improvements involved to a satisfactory standard.

Sec. 619. The Secretary is authorized to acquire any

of the following described rights if the property acquired

thereby is for use by or for, or useful to, the Department:

(1) Copyrights, patents, and applications for patents

designs, processes, and manufacturing data;



(2) Licenses under copyrights, patents, and applica-

tions for patents; and

(3) Releases, before suit is brought, for past in-

fringement of patents or copyrights.

Sec. 620. The Secretary is authorized to engage in

such basic and applied research, development, and demon-

stration projects as he may deem necessary or appropriate to

carry out the functions now or hereafter vested in him.

Sec. 621. The Secretary is authorized to accept, hold,

administer, and utilize gifts, and bequests of property,

both real and personal, for the purpose of aiding or facili-

tating the work of the Department. Gifts and bequests of

money and proceeds from sales of other property received as

gifts or bequests shall be deposited in the Treasury and

shall be disbursed upon the order of the Secretary. Property

accepted pursuant to this section, and the proceeds thereof,

shall be used as nearly as possible in accordance with the

terms of the gift or bequest. For the purposes of Federal

income, estate, and gift taxes, property accepted under this

section shall be considered as a gift or bequest to the

United States.

Sec. 622. The Secretary shall cause a seal of office

to be made for the Department of such design as he shall

approve and judicial notice shall be taken of such seal.

Sec. 623. The Secretary is authorized to establish a

working capital fund, to be available without fiscal year

limitation, for expenses necessary for the maintenance and



operation of such common administrative services as he shall

find to be desirable in the interests of economy and efficiency.

There shall be transferred to the fund the stocks of supplies,

equipment, other assets, liabilities, and unpaid obligations

relating to the services which he determines will be performed

through the fund. Appropriations to the fund in such

amounts as may be necessary to provide additional working

capital are authorized. The working capital fund shall

recover from the appropriations and funds for which services

are performed, either in advance or by way of reimbursement,

amounts which will approximate the costs incurred, including

the accrual of annual leave and the depreciation of equipment.

The fund shall also be credited with receipts from the sale

or exchange of its property, and receipts in payment for

loss or damage to property owned by the fund.

Sec. 624. To the extent necessary or appropriate to

perform functions transferred by this Act, the Secretary may

exercise, in relation to the functions so transferred, any

authority or part thereof available by law, including Appro-

priation Acts, to the official or agency from which such

functions were transferred.

Sec. 625. Except as may be otherwise expressly provided

in this Act, all functions expressly conferred by this Act

shall be in addition to, and not in substitution for, functions

existing immediately before the effective date of this Act

and transferred by this Act.



Sec. 626. (a) The Secretary shall, as soon as

practical after the end of each Fiscal Year, commencing with

the first complete fiscal year following the effective date

of this Act, make a report to the President for submission

to Congress on the activities of the Department during the

preceding Fiscal Year. Such report shall include a state-

ment of the Secretary's goals, priorities, and plans for the

Department together with an assessment of the progress made

toward the attainment of those goals, the effective and

efficient management of the Department, and progress made in

coordination of its functions with other Departments and

agencies of the Federal Government. In addition, such

report shall include:

(1) projected energy needs of the United States to

meet the requirements of the general welfare of the people

of the United States and the commercial and industrial life

of the Nation;

(2) an estimate of the domestic and foreign energy

supply on which the United States will be expected to rely

to meet such needs in an economic manner with due regard for

the protection of the environment, the conservation of

natural resources, and the implementation of foreign policy

objectives;

(3) current and foreseeable trends in the price,

quality, management, and utilization of energy resources and

the effects of those trends on the social, environmental,

economic, and other requirements of the Nation;



(4) a catalog of research and development efforts

funded by the Federal Government to develop new technologies,

to forestall energy shortages, to reduce waste, to foster

recycling, and to encourage conservation practices, and

shall include recommendations for developing technologies

capable of improving the quality of the environment and

increasing efficiency;
(5) a review and appraisal of the adequacy and appro-

priateness of technologies, procedures, and practices

(including competitive and regulatory practices) employed by

Federal, State, and local governments and nongovernmental

entities to achieve the purposes of this Act.

(b) Such report shall satisfy the reporting require-

ments of section 15 of the Federal Energy Administration Act,

as amended, section 307 of the Energy Reorganization Act of

1974, as amended, and section 15 of the Federal Nonnuclear

Energy Research and Development Act of 1974.

Sec. 627. The Secretary shall, to the maximum extent

feasible and in the public interest, honor existing collec-

tive bargaining agreements with exclusive employee represen-

tatives.

Sec. 628. The Secretary, when authorized in an appro-

priation act, in any Fiscal Year, may transfer funds from

one appropriation to another within the Department; Provided,

that no appropriation shall be either increased or decreased

pursuant to this section more than 5 percent of the appro-

priation for such Fiscal Year.



Sec. 629. There are hereby authorized to be appropriated

such sums as may be necessary to carry out the provisions of

this Act.

TITLE VII

TRANSITIONAL, SAVINGS AND CONFORMING PROVISIONS

Sec. 701. (a) Except as otherwise provided in this

Act, the personnel employed in connection with, and the

personnel positions, assets, liabilities, contracts, property,

records, and unexpended balances of appropriations, authori-

zations, allocations, and other funds employed, held, used,

arising from, available to or to be made available in

connection with the functions transferred to the Secretary

by this Act, subject to section 202 of the Budget and

Accounting Procedures Act of 1950, are hereby transferred to

the Secretary for appropriate allocation.

(b) Positions expressly created by statute or Reorgani-

zation Plan, personnel occupying those positions on the

effective date of this Act, and personnel authorized to

receive compensation at the rate prescribed for offices and

positions at Level I, II, III, IV, or V of the Executive

Schedule (5 D.S.C. 5312-5316) on the effective date of this

Act shall be subject to the provisions of section 705 of this

Act.

Sec. 702. Except as otherwise provided in this Act,

the transfer of full-time personnel (except special govern-

ment employees) pursuant to this title shall not cause any

such employee to be separated or reduced in grade or compen-
sation for one year after the date of enactment of this Act.



Sec. 703. Any person who, on the effective date of

this Act, held a position compensated in accordance with the

Executive Schedule prescribed in chapter 53 of title 5 of

the United States Code, and who, without a break in service,

is appointed in the Department to a position having duties

comparable to those performed immediately preceding his

appointment shall continue to be compensated in his new

position at not less than the rate provided for his previous

position, for the duration of his service in the new position.

Sec. 704. Employees transferred to the Department

holding reemployment rights acquired under section 28 of the

Federal Energy Administration Act of 1974, as amended, or

any other provision of law or regulation may exercise such

rights only within 120 days from the effective date of this

Act.

Sec. 705. Except as otherwise provided in this Act,

whenever all of the functions vested by law in an agency,

commission or other body, or any component thereof, have

been terminated or transferred from that agency, commission

or other body, or component by title III of this Act, the

agency, commission or other body, or component, shall terminate.

If an agency, commission or other body, or any component

thereof, terminates pursuant to the preceding sentence, each

position and office therein which was expressly authorized

by law, or the incumbent of which was authorized to receive

compensation at the rates prescribed for an office or

position at Level II, III, IV, or V of the Executive Schedule



7(a) and (b) of the Federal Energy Administration Act of~



(b) which are in effect at the time this Act

takes effect,

shall continue in effect according to their terms until

modified, terminated, superseded, set aside, or revoked by

the President, the Secretary, the Board of Appeals, or other

authorized officials, a court of competent jurisdiction, or

by operation of law.

Sec. 708. (a) The provisions of this Act shall not

affect any proceedings pending at the time this Act takes

effect before any department, agency, commission, or component

thereof functions of which are transferred by this Act; but

such proceedings, to the extent that they relate to functions

so transferred, shall be continued. Orders shall be issued

in such proceedings, appeals shall be taken therefrom and

payments shall be made pursuant to such orders, as if this

Act had not been enacted; and orders issued in any such

proceedings shall continue in effect until modified, termi-

nated, superseded, or revoked by a duly authorized official,

by a court of competent jurisdiction, or by operation of

law. Nothing in this subsection shall be deemed to prohibit

the discontinuance or modification of any such proceeding

under the same terms and conditions and to the same extent

that such proceeding could have been discontinued if this

Act had not been enacted.

(b) Except as provided in subsection (d)--

(1) the provisions of this Act shall not affect

suits commenced prior to the date this Act takes

effect, and,



(2) in all such suits proceedings shall be had,

appeals taken, and judgments rendered, in the same

manner and effect as if this Act had not been enacted.

(c) No suit, action, or other proceeding commenced by

or against a~y officer in his official cacpacity as an

officer of any department or agency, functions of which are

transferred by this Act, shall abate by reason of the

enactment of this Act. No cause of action by or against any

department or agency, functions of which are transferred by

this Act, or by or against any officer thereof in his

official capacity shall abate by reason of the enactment of

this Act. Causes of action, suits, actions, or other

proceedings may be asserted by or against the United States

or such official of the Department as may be appropriate

and, in any litigation pending when this section takes

effect, the court may at any time, on its own motion or that

of any party, enter any order which will give effect to the

provisions of this section.

(d) If, before the date on which this Act takes effect,

any department or agency, or officer thereof in his official

capacity, is a party to a suit, and under this Act any

function of such department, agency, or officer is trans-

ferred to the Secretary or any other official, then such

suit shall be continued with the Secretary or other official,
as the case may be, SUbstituted.



Sec. 709. If any provision of this Act or the applica-

tion thereof to any person or circumstance is held invalid,

the remainder of this Act or the application of such pro-

vision to other persons or circumstances shall not be

affected thereby.

Sec. 710. With respect to any functions transferred by

the Act and exercised after the effective date of this Act,

reference in any other Federal law to any department or

agency or any officer or office the functions of which are

so transferred shall be deemed to refer to the Secretary or

other official in which this Act vests such functions.

Sec. 711. Nothing contained in this Act shall be

construed to limit, curtail, abolish, or terminate any

function of, or authority available to, the President which

he had immediately before the effective date of this Act; or

to limit, curtail, abolish, or terminate his authority to

delegate, redelegate, or terminate any delegation of functions.

of 1974, as amended, is hereby amended as follows:

(1) By repealing sections 4, 7 (except as provided

in section 705 of this Act and paragraphs 2(A) and 2(B)

of section 7(i)), 9, 17, 18 (d), 28, 29, 30, 51 (a) (1)

and 53 (a);

(2) Section 52(a) is amended by deleting the word

"and" in paragraph (2), by deleting the period at the

end of paragraph (3), and by adding at the end of the

subsection:





(f) The Energy Conservation Standards for New Buildings

Act of 1976 is hereby amended as follows:

(1) In section 304 by adding "the Secretary of

Housing and Urban Development" to the list of those

with whom consultation is required; and

(2) In section 310 by adding "the Secretary of

Housing and Urban Development" to the list of those

with whom the Secretary shall act in cooperation with.

(g) (1) Section l2(e) of the Public Utility Holding

Company Act of 1935 is repealed and subsections (f), (g),

(h) and (i) of section 12 are redesignated as subsections

"(e)", "(f)", "(g)", and "(h)", respectively.

(2) Section l5(e) of the Public Utility Holding Company

Act of 1935 is amended by changing the period at the end

thereof to a colon and adding thereafter the following

words:

Provided, however, that nothing in this title

shall limit the right or duty of any person to

take any action necessary to comply with any

applicable requirement under any Act administered

by the Securities and Exchange Commission or any

rule, regulation, or order of that Commission

pursuant to any such Act.

(3) Section l6(b) of the Public Utility Holding Company

Act of 1935 is amended to delete therefrom the words "except

as provided in section l7(b)" and the commas which precede

and follow these words.



(4) Sections l7(a) and (b) of the Public utility

Holding Company Act of 1935 are repealed and subsection (c)

thereof is redesignated as section 17.

(5) Section 20 of the Public utility Holding Company

Act of 1935 ~s amended by deleting the first sentence of

subsection (d) thereof and adding a new subsection (e).

Sections 20(d) and (e) are amended to read as follows:

(d) No provision of this title imposing any

liability shall apply to any act done or omitted

in good faith in conformity with any rule, regu-

lation, or order thereunder of the Commission or

the Securities and Exchange Commission, notwith-

standing that such rule, regulation, or order may,

after such act or omission, be amended or rescinded

or be determined by judicial or other authority to

be invalid for any reason.

(e) Duplicate copies of any information or documents

required to be filed with the Secretary under this

title may also be filed with the Securities and

Exchange Commission in compliance with the require-

ments of the Securities Act of 1933, the Securities

Exchange Act of 1934, or the Trust Indenture Act

of 1939 to the extent specified in such rules and

regulations or orders as the Securities and Exchange

Commission may deem necessary or appropriate in

the public interest or for the protection of

investors.



(6) Section 21 of the Public Utility Holding Company

Act of 1935 is amended to read as follows:

Sec. 21. Nothing in this title shall affect (1)

the jurisdiction of the Securities and Exchange

Commission under the Securities Act of 1933, the

Securities Exchange Act of 1934, the Trust Indenture

Act of 1939, the Investment Company Act of 1940 or

Chapter X of the Bankruptcy Act, over any person,

security, or contract, or (2) the rights, obliga-

tions, duties, or liabilities of any person under

such Acts; nor shall anything in this title affect

the jurisdiction of any other commission, board,

agency, or officer of the United States or of any

State or political subdivision of any State, over

any person, security, or contract, insofar as such

jurisdiction does not conflict with any provision

of this title or any rule, regulation, or order

thereunder.

(7) The last sentence of section 30 of the Public

Utility Holding Company Act of 1935 is repealed.

(8) Section 318 of the Federal Power Act (16 U.S.C.

825q) is amended by deleting therefrom the words "Securities

and Exchange."

(9) The Securities and Exchange Commission is authorized,

in its discretion, by rule or regulation or order, to retain

jurisdiction over any proceeding that may be pending at the

effective date of this Act as it deems necessary or appropriate



in the public interest and the orderly transition of functions

under this Act.

Sec. 713. The provisions of Chapter 31 of title 28,

u.S. Code, shall apply to the relevant proceedings of the

Department.

Sec. 714. (a) Section 101 of title 5, United States

Code, is amended by adding at the end thereof the following:

"The Department of Energy.".

(b) Section 5312 of title 5, United States Code, is

amended by adding at the end thereof the following:

"(14) Secretary of Energy.".

(c) Section 5313 of title 5, United States Code, is

amended by deleting "(22) Administrator of Energy Research

and Development Administration," and inserting in lieu

thereof:

"(22) Deputy Secretary of Energy.".

(d) Section 5314 of title 5, United States Code, is

amended by deleting "(22), Chairman, Federal Power Commission,"

by deleting "(60), Deputy Administrator, Energy Research and

Development Administration," and by adding at the end of

the section the following:

"(62) Under Secretaries of Energy (2).".

(e) Section 5315 of title 5, United States Code, is

amended by deleting "(60) Members, Federal Power Commission",

by deleting "(100) Assistant Administrators, Energy Research

and Development Administration (6)," and by adding at the

end of the section the following:



(109) Additional Officers, Department of Energy (4).".

(f) Section 5316 of title 5, United States Code, is



right, privilege, and activitiy, or the plural thereof, as

the case may be; and (2) references to "perform," when used

in relation to functions, shall be deemed to include the

exercise of power, authority, rights, and privileges.

TITLE VIII

EFFECTIVE DATE AND INTERIM APPOINTMENTS

Sec. 801. (a) The provisions of this Act shall take

effect one hundred and twenty days after the Secretary first

takes office, or on such earlier date as the President may

prescribe and publish in the Federal Register, except that

any of the officers provided for in title II and title VI of

this Act may be nominated and appointed, as provided in

those titles, at any time after the date of enactment of

this Act. Funds available to any department or agency (or

any official or component thereof), functions of which are

transferred to the Secretary by this Act, may, with the

approval of the Director of the Office of Management and

Budget, be used to pay the compensation and expenses of any

officer appointed pursuant to this subsection until such

time as funds for that purpose are otherwise available.

(b) In the event that one or more officers required by

this Act to be appointed by and with the advice and consent

of the Senate shall not have entered upon office on the

effective date of this Act, the President may designate any

officer, whose appointment was required to be made by and

with the advice and consent of the Senate and who was such



an officer immediately prior to the effective date of the

Act, to act in such office until the office is filled as

provided in this Act. While so acting such persons shall

receive compensation at the rates provided by this Act for

the respective offices in which they act.


